CHAPTER 2 - NCLB PROGRAMS AND FUNDING

NCLB Revenues

The federal government has provided SD with considerable financial assistance under NCLB. Total
federal funding for NCLB in SD has increased from $82.3 million in FFY 2001 (Pre-NCLB) to an
estimated $122.1 million in 2005 or a 48.3% increase since the implementation of NCLB, as shown in

Table 3.2.

Table 3.2: U.S. Department of Education NCLB Funding to South Dakota

FEY 2000 - 2005

PRE NCLB POST NCLB
FFY 2000 FFY 2001 FFY 2002 FFY 2003 FFY 2004 FFY 2005 Increase
Fed Funding Fed Funding Fed Funding Fed Funding Fed Funding Fed Funding (Decrease)
Federal Program Actual Actual Actual Actual Estimate Estimate Since FFY 2001
ESEA Title | Grants to Local Educational Agencies $ 20,076,595 21,817,001 4 $ 27,405,068 $ 32,000,786 34,621,911 | $ 38,072,931 16,255,930
Reading First State Grants 2,274,311 2,384,319 2,450,354 2,675,250 2,675,250
Even Start 697,500 1,122,500 1,127,500 1,120,106 1,113,439 - (1,122,500)
State Agency Program--Migrant 846,051 773,508 821,827 821,827 816,668 816,668 43,160
State Agency Program--Neglected and Delinquent 253,250 236,952 231,938 230,348 228,154 228,155 (8,797)
Comprehensive School Reform (Title 1) 426,951 514,500 558,125 554,418 559,831 - (514,500)
Impact Aid Basic Support Payments* 25,031,349 36,584,649 38,053,617 39,051,937 41,388,487 43,103,119 6,518,470
Impact Aid Payments for Children with Disabilities* 1,046,045 1,454,802 1,324,910 1,313,696 1,461,351 1,461,349 6,547
Impact Aid Construction* 356,585 319,956 548,484 679,727 760,857 786,395 466,439
Improving Teacher Quality State Grants** 7,750,561 9,789,069 13,567,163 13,965,246 13,961,804 13,961,803 4,172,734
Mathematics and Science Partnerships 499,218 741,850 745,575 745,575
Educational Technology State Grants 2,125,000 2,250,000 3,075,155 3,214,970 3,304,308 3,337,646 1,087,646
21st Century Community Learning Centers 1,522,706 2,755,958 4,895,445 4,895,443 4,895,443
State Grants for Innovative Programs 1,815,949 1,911,525 1,911,525 1,899,100 1,472,363 1,472,366 (439,159)
State Assessments 3,591,254 3,619,087 3,615,843 3,642,340 3,642,340
Rural and Low-income Schools Program 84,394 16,730 16,748 16,748 16,748
Small, Rural School Achievement Program 1,534,799 947,546 948,051 948,051 948,051
State Grants for Community Service for Expelled or
Suspended Students 250,000 248,375 -
Indian Education--Grants to Local Educational Agencies* 1,898,400 3,249,032 3,197,032 3,205,897 3,206,503 3,206,515 (42,517)
Fund for the Improvement of Education--Comprehensive
School Reform 139,467 139,467 206,644 205,300 194,286 - (139,467)
Safe and Drug-Free Schools and Communities State Grants 2,142,933 2,142,933 2,307,865 2,292,555 2,152,629 2,152,631 9,698
Language Acquisition State Grants 500,000 500,000 525,460 563,578 563,578
Total, All of the Above Programs, which constitute the
No Child Left Behind Act of 2001 $ 64,606,636 82,305,894 $ 104,094,317 $ 111,527,146 118,436,342 | $ 122,086,563 39,780,669
Percent Increase From Prior FFY 27.40%' 26.47%' 7.14%' 6.20%| 3.080/[" 48.33°/|I

* = Direct federal funding to schools.

** = Includes funding for Eisenhower Professional Development Grants and Class Size Reduction in FFY 2000 and FFY 2001.

Sources: U.S. DOE web site and SDDOE personnel.

Percent Increase

Since FFY 2001

In FFY 2004, SD received $118 million through formulas prescribed in NCLB, as shown in Table 3.3.
From this $118 million allocation, the federal government made available nearly $35 million for school
districts’ Title |, Part A programs, nearly $44 million for Title VIII — Impact Aid and $39 million for 17
other NCLB programs. Regarding Impact Aid, preliminary information from the school annual financial



report database for SFY 2004 indicates that approximately $80.7 million of fund equity exists in funds
at various schools that receive Impact Aid. Table 3.3 describes the ten largest programs. Table 3.3

also shows that SD is projected to receive $3.6 million more in FFY 2005 than in 2004.

Table 3.3: Major NCLB Programs and Funding

South Dakota’'s Funding

NCLB FFY 2004 | FFY 2005
Title (in (in
And part Program Name Purpose How SD is using the funds Millions) Millions)
Title I, Grants to Local Ensure that all children, Supplementary educational services in $34.6 $38.1
Part A Educational Agencies | particularly the disadvantaged, reading and math to students who are most at
have the opportunity to obtain a risk of failing. $420,000 was spent on State
high quality education and reach Administration in SFY 2004 and the rest
proficiency. flowed through to the schools.
Title I, Reading First Help ensure that every child can Instructional reading assessments, reading 25 2.7
Part B, read at or above grade level instruction, teacher training. 20% is spent for
Subpart 1 through the implementation of State Level Activities and 80% flows through
instructional programs, to the schools.
assessments, and professional
development.
Title 11, Improving Teacher Increase student achievement by | Teacher training and class size reduction. 14.0 14.0
Part A Quiality elevating teacher and principal 1% is spent on State Administration, 2.5% on
quality through recruitment, hiring, | State Level Activities, 2.5% on Higher
and retention strategies. Education Activities, and the remaining 94%
flows through to the schools.
Title 1I, Educational Improve student academic Acquiring educational technology and teacher 33 3.3
Part D Technology achievement through the use of training. 5% is spent on State Administration
technology, and assist every and the remaining 95% flows through to the
student to become technologically | schools.
literate.
Title IV, Safe and Drug-Free Prevent violence in and around Programs designed to prevent violence and 2.2 2.2
Part A, Schools and schools; prevent illegal use of illegal drug use. 3% is spent on State
Subpart 1 | Communities alcohol, drugs, and tobacco; and Administration, 4% on State Level Activities,
foster safe and drug-free learning | and the remaining 93% flows through to the
environments. schools.
Title 1V, 21° Century Provide services, during non- Before and after school programs, & summer 49 49
Part B Community school hours or periods, to programs. 2% is spent on State
Learning Centers students and their families for Administration, 3% on Sate Level Activities,
academic enrichment, including and the remaining 95% flows through to the
tutorial and other services. schools.
Title V, Innovative Programs Assist local education reform Broad scope of 27 innovative programs. 15 15
Part A efforts that are consistent with and | 2.25% is spent on State Administration,
support statewide reform efforts. 12.75% on State Level Activities, and the
remaining 85% flows through to the schools.
Title VI, State Assessments Help states develop the Development of the State’s academic 3.6 3.6
Part A, assessments required under assessment system. All funds are spent at
Subpart 1 NCLB. the State level.
Title VII Indian Education Supports the efforts to meet the Direct federal funding to the local school 3.2 3.2
Grants to Local unique educational and culturally | districts to assist Indian students in meeting
Education Agencies related academic needs of State content and performance standards
American Indian and Alaska
Native students.
Title VIII Impact Aid Provide financial assistance to Direct federal funding to the local school 43.6 45.4
school districts that contain districts to provide general aid to affected
federal property, which is exempt | school districts
from local property taxes.
Other Other NCLB Carry out other NCLB activities. Primarily 90-95% flow through to the schools. 5.0 3.2
Titles programs that provide
And Parts | formula
Funding
Total NCLB Formula Funding 118.4 122.1

NOTE: Congress appropriated these funds for FFYs 2004 and 2005, but the funds were made available in SD for SFYs 2005 and 2006. The
2005 and 2006 figures are preliminary estimates by the USDOE and are subject to change.

SOURCE: Compiled by the Department of Legislative Audit from information contained in (1) USDOE, Office of Elementary and Secondary
Education, No Child Left Behind: A Desktop Reference 2002 (Washington, D.C., 2002); and (2) USDOE, “Funds for State Formula-Allocated
and Selected Student Aid Programs,” http://www.ed.gov/about/overview/budget/statetables/O5stbystate.pdf, accessed August 31, 2004 and (3)
SDDOE Staff.




While the financial assistance provided under NCLB is considerable, NCLB funding represents a
relatively small portion of school districts’ total revenues. Statewide, SD’s NCLB funding for SFY
2003 accounted for approximately 9.8% of school districts’ total revenues, and the Title I, Part A
portion accounted for only 2.8%. In comparison, General Fund State Aid accounted for 28.9% of
school districts’ total revenues and Special Education State Aid accounted for 4.4%.°

Federal funding under NCLB plays a greater role in some districts than others. For example, the
Dupree school district received $1,535 in Title I, Part A funding per K-12 student in SFY 2003,
which accounts for roughly 9 % of the district’s total revenues.” At the other extreme, Brandon
Valley school district received $18 per K-12 student or about .3% of the school districts’ total
revenues.” The variation occurs because NCLB bases each district’s allocation on its poverty
level.

The federal government has given states more ESEA-related funding under NCLB and has also
granted states greater flexibility in the use of these funds. Under NCLB, states can transfer up to
50 percent of their non-administrative funds from five ESEA programs (Improving Teacher Quality,
Educational Technology, Safe and Drug-Free Schools and Communities, 21° Century Community
Learning Centers, and Innovative Programs) to the Title 1, Part A program. States can also
transfer funds among these programs. School districts can also transfer between these programs
except they can not transfer 21°° Century Community Learning Center program funds and LEA’s in
need for improvement are restricted to transferring 30 percent and LEA'’s in corrective action status
are not allowed to transfer any funds between programs.

Title | allocations (See Appendix D) made by the SDDOE over the time period of SFY 1999
through SFY 2003 involved 167 entities excluding those schools that closed, consolidated,
combined, contracting districts, Coop’s etc. Of those 167 entities, 40 experienced a decrease in
their allocation with Edmunds Central School District decreasing $37,576 with an ADM of 175 and
the smallest decrease was experienced by Hill City School District of $183 with an ADM of 563.
The driving factor behind Title I allocations within a school district is the number of economically
disadvantaged children within each school district as determined by the US Department of
Commerce, Census Bureau. These numbers are generally lagging several years in that the 2000
data is used for 2004 allocations. The old ESEA formula used the same census data for two years
while the NCLB changed this to allow for annual update of the census data.

127 school districts experienced an increase in Title | allocations over this time period of 1999 -
2003. The increases were as little as $249 at Harrold School District to $1,576,156 at Rapid City
School District.

In relation to dollars per ADM from all federal revenue sources recognized by SD schools, only 8
school districts experienced a decrease in dollars per ADM over this time period. Two of the
decreases were a result of wide swings from year to year in the dollar amount of Impact Aid
funding recognized as revenue by the school. One decrease was a result of an extremely small
ADM which had declined all the way down to less than 5 ADM in 2003. Four of the decreases
experienced were only slight decreases in their dollars per ADM and the cause could not be readily
determined. One school district (Tri-Valley) that experienced a decrease in federal dollars per
ADM had its ADM more than double over this time period from 316 to 801 ADM. (See Appendix E
and F).

% The data for the districts’ revenue are from the SDDOE School Annual Financial Report Datatbase.



Trends in ADM (See Appendix G) and revenue were reviewed. ADM has been declining steadily
over the time period reviewed (1999-2003) for most SD school districts. During this time frame,
total ADM for all schools decreased 6,600 ADM from 130,400 to 123,740 ADM. However;
approximately 30 school districts realized a growth in their ADM during this time period. The
majority of the increase occurred primarily in 3 areas around the state. Those areas were: (1)
Sioux Falls area, (2) Dakota Dunes area, and (3) Douglas School District. Sioux Falls School
District by itself accounted for 47% of all increases while 68.5% of all increases were in the Sioux
Falls area.

The following Table 3.4 identifies revenues recognized by schools over the past five SFYs. While
revenues continue to increase from local, state and federal sources, the percentage of the total
revenue recognized by the schools by category has remained fairly constant with “other federal
revenue sources” showing a slight increase in its significance to the overall funding picture of our
schools.



Table 3.4: School Revenues by Broad Category

Local Revenues Sources
General State Aid
Special Education State Aid
Other State Revenue Sources
Title I-Part A
Federal Impact Aid
Federal Impact Aid - Buildings
Improving Teacher Quality
Other Federal Revenue Sources
Enhancing Education Throuagh Technoloay
Indian Education - Title IX
Bilingual Education
Innovative Education
Safe and Drug Free Schools
Class Size Reduction and Eisenhower
Miscellaneous Revenues
Total
Dollar Increase over Prior Year
Less Impact Aid

Less Impact Aid - Buildings
Net Dollar Increase excluding Impact Aid

Percent Percent of
Totals by Fiscal Year of Total
FY 1999 FY 2000 FY 2001 FY 2002 FY 2003 5 Year Total 5 vear Total FY 2003
$ 405978,581.71 $  418,083,011.88 $ 411,634,678.26 $ 410,166,979.34 $ 439,729,829.05 $ 2,085,593,080.24 50.68%  49.42%
$ 236,110,341.69 $ 234,699,266.06 $ 250,172,715.72 $ 268,213,302.86 $ 257,528,070.16 $ 1,246,723,696.49 30.30%  28.94%
$ 33,850,726.19 $ 34,902,191.77 $ 34,678,11955 $ 38,023,915.35 $ 38,891,219.78 $ 180,346,172.64 4.38% 4.37%
$ 22,356,556.54 $ 21,293,563.73 $ 21,116,820.04 $ 22,449,42257 $ 23,067,783.02 $ 110,284,145.90 2.68% 2.59%
$ 19,201,311.29 $ 19,731,055.29 $ 19,857,092.40 $ 20,796,960.05 $ 24,950,053.12 % 104,536,472.15 2.54% 2.80%
$ 24,362,109.46 $ 33,353,623.59 $ 22,274,523.45 $ 30,066,541.20 $ 37,356,880.85 $ 147,413,678.55 3.58% 4.20%
$ 133,938.50 $ 39,392.00 $ 104,819.00 $ 1,479,449.09 $ 1,886,390.12 $ 3,643,988.71 0.09% 0.21%
$ = $ = $ = $ - $ 7,721,924.78 $ 7,721,924.78 0.19% 0.87%
$ 19,633,653.69 $ 23,855,207.88 $ 30,714,505.65 $ 37,038,339.09 $ 42,711,748.36 $ 153,953,454.67 3.74% 4.80%
$ 274,113.66 $ 1,178,372.60 $ 1,318,996.02 $ 973,975.44 $ 1,937,101.54 $ 5.682,559.26 0.14% 0.22%
$ 1,342,329.95 $ 1,449,626.41 $ 1,345,745.76 $ 1,779,765.63 $ 2,038,229.15 $ 7,955,696.90 0.19% 0.23%
$ 2,216,350.04 $ 2,009,018.09 $ 1,875,348.80 $ 1,808,379.86 $ 1,803,485.31 $ 9,712,582.10 0.24% 0.20%
$ 1,450,376.71 $ 1,534,123.32 $ 1,500,765.38 $ 1,566,391.53 $ 1,735,088.77 $ 7,786,745.71 0.19% 0.19%
$ 1,815,472.18 $ 1,935,715.98 $ 1,671,745.91 $ 1,782,777.61 $ 2,075,501.11 $ 9,281,212.79 0.23% 0.23%
$ 1,053,125.07 $ 5,208,215.15 $ 6,683,177.66 $ 8,608,440.04 $ 4,305,089.04 $ 25,858,046.96 0.63% 0.48%
$ 1,412,272.78 $ 587.667.66 $ 530,649.91 $ 3,843,964.72 $ 2,084,796.35 $ 8,459,351.42 0.21% 0.23%
$ 771,191,259.46 $ 799,860,051.41 $ 805479,703.51 $ 848,598,604.38 $ 889,823,190.51 $ 4,114,952809.27 100.00% 100.00%
$ 28,668,791.95 $ 5,619,652.10 $ 43,118,900.87 $ 41,224,586.13
$ 33,353,623.59 $ 22,274,523.45 $ 30,066,541.20 $ 37,356,880.85
$ 39,392.00 $ 104,819.00 $ 1,479,449.09 $ 1,886,390.12
$ (4,724,223.64) $ (16,759,690.35) $ 11,572,910.58 $ 1,981,315.16

Source: SDDOE School Annual Financial Report Database

Fund Sources Included in this analysis:

General Fund
Capital Outlay Fund

Impact Aid Fund (FY 2003 Only)
Other Special Revenue Funds

Pension Fund
Special Education Fund







